
continuous growth of the Showa Denko Group, we will expand and 
strengthen our “individualized businesses,” reform our business 
structure, strengthen our revenue base, and reduce fluctuation of 
income, thereby enhancing our corporate value.

The Group recorded consolidated net sales of ¥780,958 million in 
2015, down 10.9% from the previous year. While sales in the Chemicals 
and Aluminum segments increased, sales in the Petrochemicals, 
Electronics, Inorganics and Others segments decreased. Operating 
income jumped 61.0%, to ¥33,672 million. The Petrochemicals 
segment recorded a considerable increase in operating income due 
to the recovery in the market for petrochemical products in the 
middle of the year, in addition to the rebound from the periodic 
shutdown maintenance that took place in 2014. The Chemicals 
segment recorded higher income due to solid sales of electronic 
chemicals to the thriving semiconductor industry. The Others 
segment also recorded higher income. On the other hand, the 
Electronics segment recorded lower income due to lower shipment 
volumes of HD media and loss on write-down of the book value of 
rare earth inventory. The Inorganics and Aluminum segments also 
recorded lower income. 

The Group posted a net income of ¥969 million, down 72.3%, due 
partly to the increase in extraordinary loss resulting not only from the 
posting of provision of allowance for doubtful accounts concerning 
Shoko Co., Ltd.’s business in China, but also from the posting of 
impairment loss concerning fixed assets of Showa Denko Sichuan 
Carbon Inc. of China and rare earth business operations in Japan 
and China. An increase in tax expenses also decreased net income.

With regard to the Showa Denko Group’s business environment in 
2015, the Japanese economy continued to recover gradually, 
though there were slightly bearish tendencies in exports and 
production. Corporate earnings maintained a high level due to a 
fundamentally weak yen and sluggish crude-oil prices. Consumer 
spending showed a steady change due to upward tendencies in 
employment and personal income. 

As for overseas economies, the US economy maintained gradual 
recovery. Though the European economy has unstable factors, 
including the turmoil in Greece, there was economic recovery in 
Germany and the United Kingdom. On the other hand, China showed 
clear signs of a business slowdown, and other newly rising nations 
in Asia experienced bearish economies under the influence of the 
business slowdown in China. Economies of resource-producing 
countries also slowed down due to falls in prices of resources, 
including crude oil.

In the petrochemical industry, operating rates at domestic plants 
maintained high levels. Prices of raw naphtha and petrochemical 
products were affected significantly by the large drop in prices of 
crude oil. The electronic parts/materials industry maintained high 
level production of semiconductors, including memory chips for 
smartphones, both at home and abroad, though the production 
of PCs showed a falling tendency.

Under these circumstances, the Showa Denko Group completed 
its “PEGASUS Phase II” business plan at the end of 2015. In January 
2016, we started our new medium-term consolidated business plan 
“Project 2020+.” Under this new business plan, in order to achieve 
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million. Sales of graphite electrodes decreased due to the reduction 
in shipment volume, owing to a stagnating steel industry in the 
United States resulting from depressed demand for oil well pipes 
and import of low-priced steel, and also owing to the weak supply 
demand situation in the Asian steel market resulting from the export 
of steel materials from China. Sales of ceramics decreased slightly. 

The segment recorded an operating loss of ¥1,249 million, down 
¥949 million.

In the Aluminum segment, sales rose 2.9%, to ¥100,756 million. 
Sales of rolled products increased slightly due to a sales increase in 
China resulting from the start of commercial operation of expanded 
facilities at Showa Denko Aluminum (Nantong) Co., Ltd., China. Sales 
of aluminum specialty products decreased due to a reduction in 
shipment volumes to car manufacturers. Sales of aluminum cans 
were up due to an increase in shipment volumes of cans for coffee 
beverages and consolidation of Hanacans Joint Stock Company of 
Vietnam in June 2014, which contributed to the increase of 
consolidated sales throughout 2015.

Operating income for this segment decreased 14.5%, to ¥2,563 million.
In the Others segment, sales decreased 21.8%, to ¥152,459 million. 

Sales of lithium ion battery (LIB) materials increased due to the start 
of full-scale shipment for car applications, in addition to higher 
shipment volumes for smartphones. Shoko Co., Ltd.’s sales decreased 
significantly due to the fall in sales of its steel related business in China. 

The segment recorded an operating income of ¥1,493 million, an 
improvement of ¥2,171 million due to higher shipment volumes 
of LIB materials.

Starting “Project 2020+”
In January 2016, the Showa Denko Group started its new medium-
term consolidated business plan “Project 2020+.” Under this new 
business plan, the Group will expand and strengthen its “individualized 
businesses,” which are expected to maintain their high-level profitability 
and stability, and promote these businesses in the global market. The 
Group will enhance its capability to resist fluctuation in market prices 
by providing customers with attractive products and services and 
holding many businesses that have top shares in the global market 
or other competitive markets of a certain scale.

In the business portfolio we aim to realize during the period of 
“Project 2020+,” we classify our businesses into four categories: 
“Growth-accelerating,” “Advantage-establishing,” “Base-shaping,” 
and “Rebuilding.” We define missions for each business category 
in order to strengthen our businesses. We will further strengthen 
the earning power of our existing businesses by reforming business 
models, and also promote M&A and business alliances with other 
companies aiming to introduce new growth businesses from outside 
entities. In addition, aiming to promote globalization of our business 
activities and expand our “Individualized businesses” further, we will 
implement strategic capital investment in the growing Asian/ASEAN 
market, and also pursue growth opportunities in developed countries 
in Europe and North America.

Dividends of ¥3.00 per share were paid to shareholders on record 
at the end of December 2015.

With regard to capital investment in 2015, we bolstered facilities 
for high-purity gases for electronics, expanded used-plastic gasification 
facilities, established an integrated aluminum can production system 
at a subsidiary in Vietnam, and increased production capacity for SiC 
epitaxial wafers boasting vastly reduced defect density for use in 
power devices. However, our capital investment to expand the 
capacity to produce graphite electrodes in the United States peaked 
off by the end of the previous year, and our capital investment in 
the Petrochemicals segment in 2015 was also reduced from the 
previous year because we had periodic shutdown maintenance in 
2014. As a result, our capital expenditures in 2015 decreased 
¥3,259 million from the previous year, to ¥44,059 million.

The outstanding balance of interest-bearing debt as of the end 
of 2015 decreased ¥14,289 million, to ¥368,835 million. Meanwhile, 
the D/E ratio improved 0.01 from the previous year, to 1.19.

Segment Performances
A breakdown of net sales and operating income by segment is as follows:

In the Petrochemicals segment, sales decreased 17.8%, to 
¥231,288 million. Sales of olefins decreased owing to a fall in prices 
of products reflecting the sharp drop in the price for raw naphtha. 
Sales of organic chemicals were down due to a fall in sales price of 
vinyl acetate, though sales of ethyl acetate increased due to higher 
shipment volumes.

The segment recorded operating income of ¥10,543 million, an 
improvement of ¥15,473 million, due mainly to an increase in the 
margin on olefins.

In the Chemicals segment, sales increased 2.3%, to ¥142,292 
million. With regard to our basic chemicals business, sales of 
chloroprene rubber increased due to higher shipment volumes to 
the United States. Sales of acrylonitrile decreased following a fall 
in market prices. Sales of electronic chemicals increased due to a 
major increase in shipment volumes of high-purity gases for 
electronics reflecting a boost in production of semiconductors in 
East Asia. Sales of functional chemicals were up due to 
consolidation of Shanghai Showa Highpolymer Co., Ltd.

Operating income for this segment increased 96.1%, to ¥10,707 
million.

In the Electronics segment, sales decreased 5.1%, to ¥131,492 
million. Sales of HD media decreased due to the decrease in shipment 
volumes as a result of the backlash from high level replacement 
demand for PCs in 2014 triggered by the expiration of support for 
an old version of the operating system. Sales of rare earth magnetic 
alloys decreased due to a fall in market prices due to the repeal of 
export duty on rare earths by China in May 2015. Sales of compound 
semiconductors also decreased.

Operating income for this segment decreased 32.2%, to 
¥17,472 million.

In the Inorganics segment, sales decreased 6.0%, to ¥63,476 
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domains of “Infrastructure,” “Energy,” “Mobility,” “Living environment,” 
and “Electronics,” we will conduct unique R&D programs by enhancing 
and intergrating our diverse business domains, “Core technologies,” 
which are elemental technologies with competitive advantages, and 
“Strategic technologies,” which refer to world class technologies 
we have cultivated over many years. During the three year period 
from 2016 to 2018, we will invest ¥60 billion in our R&D activities.

Measures Implemented or Decided in 2015
1.   Received “Thomson Reuters 2015 Top 100 Global 

Innovators” award
SDK received “The Thomson Reuters 2015 Top 100 Global Innovators” 
award. Thomson Reuters honors world leaders in innovation each 
year, utilizing its value-added patent citation database and 
intellectual property intelligence platform with scientific and 
objective methodology. 

2.   Expanded utilization of used plastic to produce liquefied 
ammonia ECOANNTM

SDK completed the expansion of used-plastic gasification facilities 
at Kawasaki Plant. After the expansion, the percentage of hydrogen 
from used plastic to produce liquefied ammonia ECOANNTM will 
increase to 65%. The method to produce hydrogen from used plastic 
entails significantly lower environmental burden compared to 
conventional methods to produce hydrogen from petroleum-derived 
raw materials. ECOANNTM has been approved and rated highly as 
“eco-friendly goods for procurement” by major electric power 
companies. 

a) Growth-accelerating businesses
This category includes high-purity gases for electronics, functional 
chemicals, and aluminum cans businesses. In this business category, 
we will positively take strategic measures to take advantage of 
growing overseas markets, including Asian and ASEAN markets, and 
achieve fast expansion of these businesses.

b) Advantage-establishing businesses
This category includes lithium-ion battery (LIB) materials, and SiC 
epitaxial wafer for power devices businesses. In this business category, 
we will establish business models with competitive advantages in 
terms of business operation and technology development, since the 
markets for these two businesses are expected to manifest rapid 
growth in the near future.

c) Base-shaping businesses
This category includes hard disk (HD) media, graphite electrodes, 
petrochemicals, and some other businesses. These businesses are 
expected to maintain scales in terms of market and business 
operation. Therefore, we will equip these businesses with more 
power to resist fluctuation in market prices and earn stable profit 
and cash flow.

d) Capital investment plan
We will carry out capital investment amounting to ¥130 billion 
during the three years from 2016 to 2018. We will invest strategically, 
centering on Growth-accelerating and Advantage-establishing 
businesses. 

e) R&D strategy
In order to resolve social issues and create new value in the five market 

Business portfolio in “Project 2020+”: 
Mission of each business

• LIB materials
• SiC epi-wafer for power devices

• Rare earths
• Ceramics
• Aluminum specialty components

• HD    • Graphite electrodes
• Petrochemicals     • Basic chemicals
• Industrial  gases   • ShoticTM

• High-purity aluminum foil

To cope with prospective market growth, 
establish business model with competitive 
advantage in terms of business and 
technical development.

Increase profit and cash flow by rebuilding 
business environment, profitability and 
business model.

Market and business have certain scale. 
Have more power to resist market fluctuation, 
and make stable profit and cash flow.

Actively take strategic measures.
Realize rapid expansion of business by 
preempting market growth.

• High-purity gases for electronics
• Functional chemicals
• Aluminum cans

Advantage-
establishing

Rebuilding

Growth-
accelerating

Base-
shaping
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While rapid economic growth in emerging countries is bringing 
about a rise in the standard of living, there is a growing need for 
concerted efforts to reduce impact on the global environment. 

We will provide components, materials, and solutions in these 
areas based on our advanced and proprietary technologies, and 
contribute toward creating a society where affluence and 
sustainability are harmonized.

Moreover, while promoting our businesses, we will make utmost 
effort to ensure safety in operation, promote conservation of resources 
and energy, reduce discharge of industrial waste and chemicals, and 
positively contribute to preservation of the global environment.

We will continue to enhance corporate governance in order to 
ensure sound, effective and transparent management, as well as 
to genuinely become “a company that contributes to the sound 
growth of society.” By doing so, we can continuously improve 
corporate value and gain the trust and respect of society. Aiming 
to achieve these goals, the Showa Denko Group established 
“Corporate Governance Basic Policies” in December 2015.

The world economy is undergoing drastic changes in the market 
structure. Under the new medium-term consolidated business plan 
“Project 2020+,” the Group will expand and strengthen its 
“individualized businesses,” and promote these businesses in the 
global market. The Group will provide sophisticated high-performance 
products and technologies, and will continue meeting customer 
requirements and social needs.

We look forward to the continued support of shareholders and 
all other stakeholders.

March 30, 2016

Kyohei Takahashi
Chairman of the Board

Hideo Ichikawa
President and CEO

3.   Expanded and strengthened overseas bases to produce 
high-purity gases for electronics in East Asia and the 
ASEAN region

SDK expanded capacity in its production base in South Korea to 
produce high-purity nitrous oxide (N2O), a specialty gas used to 
form oxide film in the process of producing semiconductors or 
LCDs. SDK also expanded capacity in Kawasaki Plant to produce 
high-purity hydrogen bromide (HBr), a specialty gas used for 
etching polysilicon in the manufacturing process of semiconductors, 
including NAND flash memories and DRAMs, and increased capacity 
in its subsidiary Taiwan Showa Chemicals Manufacturing Co., Ltd. 
to produce high-purity ammonia (NH3), a specialty gas used in 
production of LEDs and LCD panels.

4. SDK’s media now used in world’s-highest-capacity 10TB HDD
SDK’s HD media have been adopted in helium-filled 10 terabyte HDDs, 
which represent the world’s highest storage capacity*. The 3.5-inch 
HD media adopted this time have storage capacity of 1.3-1.5TB per 
platter, using the eighth-generation PMR technology. 

HDDs are now increasingly used in data centers, reflecting 
exponential growth in data in line with the progress of cloud 
computing.
*As in December 2015, SDK estimates.

5. Strengthened aluminum can business at home and abroad
Showa Aluminum Can Corporation, a subsidiary of SDK, set up a 
new facility to produce aluminum cans for coffee beverages in its 
Oyama Plant located in Tochigi Prefecture, and started its commercial 
operation. The scale of the domestic market for cans to be used to 
contain coffee beverages is about 10 billion cans per year, most 
of which were made of steel in the past. 

Hanacans Joint Stock Company of Vietnam, a subsidiary of SDK, 
newly constructed a production line for aluminum can-ends. The 
new facilities enabled Hanacans to establish an integrated system 
production of cans and can-ends, thus realizing further quality 
improvement and stable production across all product lines. The 
demand for canned beer in Vietnam has been increasing about 10% 
every year as a result of the rise in the standard of living. We will 
expand our aluminum can business in Vietnam by meeting this 
rapidly growing demand.

6. Released SiC epitaxial wafers with very low defect density
SDK developed a new grade of silicon carbide (SiC) epitaxial wafers 
for power devices with very low defect density, and started 
commercial shipments of the new grade under the trade name of 
“High-Grade Epi” (HGE). SiC power devices are already used as 
power sources of servers, distributed power supply systems for new 
energies, and in railcars. Demand for SiC power devices as onboard 
equipment is expected to grow further. 
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